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help as well as the use of Internatians 
Pancake’s name and advertising pro! 
grams—and he carns over $20,000 a 
year. Other franchisees may need to in- 
vest as little as $300 to distribute dis- 
posable plastic aprons for the Poly Prim 
Plastic Corp. or as much as $1,000,000 
or more for a Holiday Inns franchise. 

Monitored Motels. The franchiser’s 
influence on its outlets is often per- 
vasive, Holiday Inns, for example, mon- 
itors its motels to make sure that they 
spend at least 2.6% of room revenues 
on soap. towels and other guest sup- 
plies. Because of such vigilance, the in- 
dustry claims, fewer than 10% of all 
franchises fail in the first 18 months of 


operation, compared with 50% for small’ 


businesses as a whole. Chicago-based 
McDonald's Corp.. which sells 2,000,000 
hamburgers a dav (and grossed $335 mil- 
lion last year), boasts that not one of 
its 1.100 outlets has ever lost moncy. 
To keep the protits flowing, McDonald’s 
takes paias to pick ambitious managers, 
then sends them to its “Hamburger U" 
in Elk Grove Village for a three-week 
cram course in how to keep the over- 
head as lean as the beef. 

In many localities, franchisers are 


pinching independent busine. smen, of- | 


ten to the point of forcing them out of 
business—-or into a franchise network. 
At the same time, the food-franchise 
ficld is becoming unmistakably crowded, 
raising the question of just how much 
fricd chicken and hamburgers the pub- 


‘Jic can consume. Many Wall Street an- 


alysts expect a shakeout, with marginal 
operators either going out of business 
or consolidating with bigger competitors. 
In another form of consolidation, many 


leading franchisers, including Kentucky | 


Fried Chicken and..Howard Johnson, 


have repurchased a number of their fran- ° 


chises. Howard Johnson says that in 
the future most. if not all, of its new mo- 
tels and restaurants will be company- 
owned. Besides being more profitable, 
explains President Howard B. Johnson, 
company-owned outlets “enable you to 


maintain better: quality control on ser-. 


vice.” For the same reasons, Holiday 
Inns last week was negotiating to buy 
up 100 of its 898 franchised motels. 


The Dominant Form. In one sense, 


such activity only underscores the suc- 
cess of franchising. It means that the 
leading operators have amassed so much 
money that they no longer need fran- 
chising for inexpensive expansion. In 
any case, the trend gives so few signs 
of slowing that officials of the Inter- 
national Franchise Association predict 


that the industry will eventually be-- 


come the dominant form of retailing. 
Even as Howard Johnson and Holiday 
Inns have moved to cut down on fran- 
chises, two competitors, Sheraton and 
Hilton Hotels have been rushing head- 
long into franchising. So anxious is Hil- 
ton to enter the ficld that rather than 
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Second Salvo 
Washington's first big salvo against 
conglomerate corporations came only 
last month. It was fired by the Justice De- 
partment, which announced plans for 
an antitrust suit to divest Ling-Temco- 
Vought of its controlling interest in 
Jones & Laughlin Steel. Last week, 
"“multimarket” companies, as they pre- 
fer to be called, quavered again as the 
Federal Trade Commission took aim at 
a merger by another big concern, Los 
Angeles-based Litton Industries. 
Litton’s latest merger is far smaller 
than James Ling'’s $425 million J. & L. 
deal, and docs not even involve an Amer- 
ican concern, The FTC's target is a 
pair of West German typewriter mak- 
ers in which Litton (1968 sales: $1.9 bil- 
lion) bought a majority interest last Jan- 
uary. Their worldwide sales total some 
$52 million, but only $7.5 million conics 
from the ULS., where their Triumph- 
Adler brand of typewriters accounts for 
‘4a minuscule share of the market, But 
the FTC complains that the acquisition 
tends to “lessen competition” in vio-. 
lation of the Clayton Antitrust Act be- 
cause Litton already owns the Royal 


typewriter company, which accounts for 


40% of the manual- and 11% of the 
electric-typewriter market in the U.S. 
The accusation struck Litton as some- 
what ironic. The company traces part 
of a 1968 profit slide to Royal's poor per- 
formance in the clectric-typewriter mar- 
ket—of which 80% is held by IBM. 
- Litton Chairman Charles B. (“Tex”) 
Thornton promises to fight the suit on 
grounds that the Triumph-Adier deal 
would..in fact promote “effective com- 
petition” in the U.S, market. ‘ 
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RUMANIA 
* Turning West 


A cherished aim of Rumania’s ine ' 


dependent Communist boss Nicolae 


Ceausescu is to see his country out- ~ 
grow its role as the melon-and-cucum- - 


ber patch of Eastern Europe. Nothing 
will change, he realizes, if the Russians 


have their way. So Ceausescu stubbornly ” 


resists the integration of Rumania’s 
economy with the Sovict bloc’s Coun- 


cil for -Mutual Economic Assistance © 


(Comcecon). Instead, he relies largely on 
Western technology to turn his country 
toward industrialization. 

Bucharest these days is aswarm with 
West German, British, French and Jap- 
anese visitors peddling such industrial 
tools as airplanes, chemical equipment 
and textile machinery. Already half of 
Rumania’s trade is with non-Communist 
‘countries, compared with only 20% a 
decade ago. Rumania’s industrial pro- 
duction grew 12% in 1968, the great- 


est increase of any country in the East- — 


ern bloc, The expansion was more than 


The Rumanian effort is evident at Ga- 
lati, once a quict town of peasants and 
fishermen on the Danube, where the 
blast furnaces of huge new steel mills 
now light the night sky. When fully com- 

“pleted next year, the complex wiil lift 
the country’s annual stecl output from 
4,400,000 tons to 6,900,000 tons, al- 
most as much as Australia’s production 
and more than Sweden's. Petrochemical 
plants are rising at Ploesti, next to Ru- 
mania’s oil wells, which until recently 
constituted the country's only significant 
industry. In conjunction with Yugosla- 
via, the Rumanians have nearly com- 
pleted the Danube’s largest dam, for 
hydroelectric power, at a‘point where 
the river foams through the Jron Gate 
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IRON GATE DAM ABUILDING 
Outgrowing the melons and cucumbers, 


-porge in the Carpathian Mountains. 
Within two years, Rumania’s expanding 
-machine-tool industry should become 
an important source of exports. 
Forced industrialization has left scars 
on the country’s economy. Housing 


~ shortages persist because industrial con- 


struction has priority. Though the av- 
erage Rumanian’s material lot is some- 
what better than it was five years ago, 
his monthly pay is still only about $67 
and the goods he can buy are generally 
shoddy because better-quality products 
of farm and factory are sold abroad. 
Meat is a once-a-weck delicacy and Bu- 
charest butcher shops offer mostly sau- 
sage. Lately, Rumanian planners have 
begun to worry that factories muy be 
pulling so many workers off the under- 
mechanized collective farms that crop 
shortages wiil develop. However that 
' problem turns out, Ceausescu’s biggest 
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has arranged to franchise existing hotel 
and motor inns under its own name. 


-or Hungary, and it cxcee 
U.S.S.R.’3 growth rate by one third. 


erence to Communist 
political doctrine—and a police state— 
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